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CONFIDENTIAL FRANKFURT 3223 

E.O. 11652: GDS 

TAGS: EEWT, EFIN, COMECON, UR 
SUBJ: IIB/IBEC BORROWING 

REFS: A. MOSCOW 5525, B. MOSCOW 5102, C. MOSCOW 
4432, D. FRANKFURT 2275, E. 76 FRANKFURT 5156 

1 . DRESDNER BANK SOURCE CONFIRMS IT HAS AGREED TO 
MANAGE $400 MILLION SYNDICATED LOAN TO IIB BANK. 

LOAN IS INTENDED TO MEET USSR AND OTHER CEMA MEMBERS' 

FOREIGN EXCHANGE NEEDS FOR COMMITMENTS TO ORENBURG 
PROJECT INCLUDING PIPELINE, PUMPS, COMPRESSORS, ETC., 

BUT LOAN IS NOT TIED AND LOCAL BANKERS SAY THAT PRO- 
CEEDS COULD BE USED FOR BALANCE OF PAYMENTS FINANCING 
BEFORE BEING ALLOCATED TO ORENBURG PROJECT. THIS 
SOURCE EXPECTS LOAN TO GO THROUGH "TOWARD MID-1977". 

WE UNDERSTAND THAT THIS WILL BE THE THIRD BORROWING 
FOR ORENBURG FINANCING. 

2. DRESDNER BANK LOAN MANAGER DESCRIBES THE LOAN 
AS A 6 1/2 YEAR ROLLOVER CREDIT AT 1 1/8 

PERCENT OVER LIBOR DURING A 42 MONTH GRACE PERIOD 
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AND 1 1/4 PERCENT DURING THE FOLLOWING THREE YEAR 
REPAYMENT PERIOD WITH EQUAL SEMI-ANNUAL PAYMENTS 
ON PRINCIPAL. THE SYNDICATE IS TO BE COMPOSED 
OF 13-15 BANKS, MAINLY GERMAN. A DEUTSCHE BANK 
DIRECTOR ACKNOWLEDGED HIS BANK IS ENGAGED IN DIS- 
CUSSIONS TO PARTICIPATE. PREVIOUS DRESDNER AND 
DEUTSCHE BANK EXPERIENCE WITH IIB LENDING, COUPLED 
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WITH GERMAN LEGAL FRAMEWORK AND JURISDICTION 
SURROUNDING THIS SYNDICATION, SHOULD OBVIATE JURI- 
DICAL PROBLEMS WITH IIB CONTRACTUAL STATUS, SUCH 
AS THOSE RECENTLY ENCOUNTERED BY IBEC IN GREAT 
BRITAIN. 

3. FRANKFURT BASED U S. BANKERS AGREE DRESDNER 
BANK WILL HAVE TO RECRUIT SEVERAL NON-GERMAN BANKS 
TO REACH TO $400 MILLION. BANK OF AMERICA MANAGER 
FOR EASTERN EUROPE STATES HIS BANK HAS NOT BEEN 
ASKED TO PARTICIPATE; BANK OF AMERICA ALSO EXPRESSES 
RESIDUAL LEGALISTIC DOUBTS CARRYING OVER FROM 
ABORTED IBEC LOAN. FIRST CHICAGO, A PARTICIPANT 

IN THE FIRST TWO IIB LOANS, DECLINED DRESDNER'S 
OFFER TO PARTICIPATE BASED UPON; ( A) THIN INTEREST 
RATE SPREAD AND STRUCTURE; (B) TOO LONG TERM; AND 
(C) NEARING BANK'S INTERNAL LIMITS ON SUCH LOANS. 
THESE SOURCES QUESTION WHETHER A LARGE U.S. BANK 
WILL PARTICIPATE FOR THESE SAME REASONS, BUT EX- 
PECT TWO OR THREE MEDIUM-SIZED U.S. BANKS TO JOIN 

4. FRANKFURT BASED U.S. AND GERMAN BANKERS PROVIDE 
FOLLOWING VIEWS ON DIRECT BANK-TO -BANK LENDING TO 
IBEC: (A) DRESDNER HAS NOT RESERVATIONS, BUT DOES 
NOT CONDIER THESE TYPICALLY SMALL LOANS PARTI- 
CULARLY PROFITABLE; (B) HESSISCHES LANDESBANK SEES 
NO COMMERICAL RISK; SINCE SOVEIT UNION IS VIEWED AS 
ULTIMATE GUARANTOR; (C) FIRST CHICAGO HAS NO PARTI- 
CULAR RELUCTANCE TO EXTEND THESE TYPICALLY $5-$10 
MILLLION LOANS TO IBEC; (D) BANK OF AMERICA, PER- 
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HAPS A SPECIAL CASE, NOW APPEARS TO BE REVERSING ITS 
EARLIER VIEWS AND EXPRESSES SOME HESITATION ON 
ADDITIONAL BANK-TO-BANK LOANS TO IBEC ON LEGALISTIC 
GROUNDS. LEHMANN 
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